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@ Wherever business people gather 
these days there is speculation about the 
duration of the present recession. 


@ Perusal of reports from the various 
statistical agencies does not reveal much 
that is encouraging. The statistics are 
definitely unfavorable. But recorded 
statistics, by their nature, always lag, 
and it is difficult to discover real condi- 
tions at this very moment. 

@ From a number of sources that deal 
in. the intangible factors influencing 
business there have come some brighter 
news reports. Intangibles are those 
elements which do not get into the chart 
curves but which exert powerful influ- 
ence. These, we are told by some well- 
posted writers, are operating now to 
bring about a better feeling before 
many wecks have passed. 


@ The kind of. Congressional action 
that we have witnessed in the corporate 
tax laws is held by many individuals 
to bode well for business. Further, we 
are told (Business Week, March 19, 
1938, page 17) that concerted forces 
are working to restore business confi- 
dence. Another element is the inventory 
situation. Many lines have reported 
that they have worked off heavy inven- 
tories but are buying only as demand 
requires. New confidence may alter 
this cautious attitude. 


@ Here are some comments on specific 
factors which have been gleaned from 
the survey on the inside pages of this 
report: 


Production: Certain lines have been 
displaying new activity, although most 
others are quiet ; automobile production 
is expected to lift ; steel activity shuttles 
between the 29-31% of activity rate. 


Sales: While reports from most 
places are dull they appear good from 
agricultural states; the lateness of 
Easter does not allow fair comparisons 
with a year ago. 


Labor: More layoffs is the tendency 
for the present ; this, however, is slowly 
tapering off. 


Lrhcn &. Dodd. 





THE RECESSION — THREE PICTURES — 


Three recent statements of special 
import that should be taken into ac- 
count in any review of the current 
economic situation are Dr. Alexander 
Sachs’ paper before a meeting of the 
American Management Association, 
Harold G. Moulton’s address before the 
American Institute of Electrical Engi- 
neers, and John L. Lewis’ broadcast of 
March 15 to Great Britain. 

The first two describe in scientific 


Ruling Made On Independent 
Union by Natl. Labor Board 











In a recent decision, the National 
Labor Relations Board has denied cer- 
tification to an independent union rep- 
resenting the majority of the employees 
of the Waukegan plant of the American 
Steel and Wire Company. 

In the proceedings the CIO union, 
with which the company had signed an 
agreement, declared that the employees 
in all 12 plants of the company con- 
stituted the appropriate union, and that 
the plant unit of the independent union 
was improper. The Board accepted this 
contention. 

The effect of this decision is taken 
to mean that an independent union in 
national organizations cannot gain rec- 
ognition unless it can obtain a major- 
ity of the employees in all plants. 

+ er @ 

February statistics on strikes are 
higher than those for January, but are 
considerably under records of a year 
ago. The increase over the previous 
month has been explained by the fact 
that many contracts came up for re- 
newal in February. 

ee 


Wage cuts and lay-offs of recent 
weeks have tested the mettle of per- 
sonnel administration everywhere. Wise 
policies established in the last two 
years are working to clear up many 
misunderstandings that might other- 
wise prove difficult. 

* * * 


Persistent inquiries concerning the 
use of annual wage plans have caused 
the planning committee of the coming 
AMA Production Conference to in- 
clude that subject in the discussion. A 


general “airing” of the. tgpagy looked 
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terms the reasons for the current si 
of deterioration and point to [ike 
remedies. Mr. Lewis’ address deseriie 
the condition of the national econom 
and asks for recognition of labor 
rights. ‘Taken together the ‘three am 
positions might be called “Truth aa 
Consequences.” a 
Sachs q 

Consider first the analysis by Dp 
Sachs: He shows that the present mem 
cession is not caused by over-expansiony: 
it is a capital shortage resulting in a te 
cession of under investment. The catige 
is to be found in the maladjustmenty 
that brought the capital shortage 3 
chiefly the undistributed profits tax 
which struck business (principally thé 
durable goods group) at the psycholow 
gical moment in the post-depression 
covery. -Capital became so short thaf 
there was scarcely enough for maine 
tenance let alone expansion. In short) 
our recession is a synthetic one. Capital 
should be scarce only at the top of 
booms from prior maximum use OF 
capital and credit resources. Among 
his remedial suggestions are reconstittey 
tion of capital markets to spread capiti 
at low interest rates which, with othef 
factors, will make for production aj 
reasonable prices; remove unfavorabley 
features of the capital gains tax andy 
undistributed profits tax. Dr. Sachs) 
paper appears in the AMA publication,? 
Financial Management 53. 


Moulton 7 
In comparing our present position: 
with that of 1929, Dr. Moulton very aa 
forcefully shows that there is more 07 
our retrogression than meets the eye 
In per capita terms our national income 
is less than 85% of that of 1929. Much 
plant and. equipment producing 1938) 
goods also produced 1929 goods. Af 
if we are to make good our deficiencies 
we must have a level of productiony 
above 1929. . 
He suggests: Make good the actual ‘ 
deterioration of plant equipment; m7 
crease productive capital in proportion 
to the increase in population; expan 
the output of consumption goods im ag 
cordance with the growth in populatiott= 
Lewis - 
Last is the statement by Mr. Lewitt 
It is indicative of labor thinking; and 
(Continued on back page) = 
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National income produced in the U.S. 
declined in January; it was $4,585,- 
000,000, as compared with $4,842,000,000 
in December and with the recovery peak 


of $6,426,000,000 in October (March 12). 









oney and 
‘redit 


It is encouraging to note that declines 
have been gradually diminishing from 
month to month; despite shutdowns in 
many industries, there are good reasons 
for taking a hopeful attitude toward 
business prospects for the months ahead 


(March 14). 


With progress achieved in paring 
down inventories in general merchan- 
dise lines and in such other items as 
new and used cars, industry is in rea- 
sonably good condition to respond to 
the stimulating effects of the Spring 
season (March 5). 


Our forecast { 
now at hand, is 
activity starting 
ing further in A 


12). 





Inflation is preparing to ride again; 
the Administration seems opposed to 
measures deliberately inflationary, but 
recent legislation will involve a lot of 
money and will send the year’s deficit 
beyond the present one billion dollars 


(March 7). 


A large available supply of capital for 
investment in relation to demand is a 
basic cause of low interest rates and 
consequent high bond prices; continua- 
tion of this trend for some time is indi- 


cated (March 12). 








Security 
Markets 


The barometers indicate no change in 
the major trend of the market for. the 
remainder of the year; this period 
might be shortened by three months, 
which would date the turn in the early 
fall: (March 10). 


Much impatient cash is waiting for 
investment; some inflationary gesture 
might well cause a rush to cover; rising 
stock prices, fanned by the fire ot 
inflation, are only a matter of time 
(March 14). 


The sensitive rail group has sunk to 
new lows, but industrial stocks have 
held well above their bottom of last 
Autumn, probably reflecting the in- 
creasing importance of recovery pros- 
pects (March 12). 










Production 


Distribution 


Building 


The automobile factories, the steel 
industry, and the cotton textile mills 
were considerably less active in January 
than in the same month last year; auto 
output (in thousands) in January, 1937, 
was 380—in January, 1938, 210 (March). 


Although certain industries are show- 
ing signs of increasing activity, a sus- 
tained general business recovery does not 
appear likely to develop until after the 
middle of the year (March 12). 


Major events 
exchange canno 
stock market o 
there is so littl 
market that pr 
considered more 
indication of tre 





Production in 
ground or taken 
remains in the 
range; auto out 
about 10%; no 
electric power ¢ 


(March 12). 





In the year 1937 consumers spent an 
abnormally large amount on autos, with 
the result that funds normally going 
into other fields served to lift car pro- 
duction to 4,810,000, when normal would 
have been 3,940,000 (March 5). 


The large industrial states present a 
sad sales picture as compared with the 
rural sections; but if the farm popula- 
tion is in the market for goods, this 
will bring about improvement in in- 
dustrial regions (March 14). 





A sharp slump in building contracts 
during January was recorded; in Janu- 
ary a year ago building contracts (sq. 
ft. in thousands) were 33,161 as against 
18,993 in January, 1938 (March 12). 


The FHA’s going into action in the 
building industry with the newly-au- 
thorized 90% insured mortgages is one 
of the factors that will operate to stimu- 
late spring expansion (March 5). 


The relative 
sales is explainec 
“national income 
14%4% lower in 
been a year bef 
encourageinent ( 





Sreaking dow 
figures, public w 
actually increase 
dential building 
(March 12). 








Agriculture 


The total supply of livestock during 
1937 showed a decrease of 0.5%; the 
supply at the beginning of 1938 was 
the smallest since 1929; an increase in 
hogs and sheep during 1937 was more 
than offset by a decrease in cattle, 
horses, and mules (March 12). 


The farmers are now in line for a 
handsome payment from the Govern- 
ment; payment of Soil Conservation 
benefits will be about $380,000,000 by 
the end of March; prevailing low prices 
offer great buying opportunities for 
farmers (March 7). 


The chains ar 
farmers in joint ¢ 
tural surpluses; 
are in the bigges 
the current ch 
will end in new 


(March 5). 









Commodity 
Prices 


This is the wrong time to become 
bearish on commodity prices; the stage 
is set for a reversal of the downward 
trend; today many commodities have 
passed their lows (March 14). 


If the recovery drive should fail, un- 
employment and declining prices of 
products would bring pressure for more 
rapidly working inflationary measures; 
it is likely, however, that the recov- 
ery will come from present influences 


(March 5). 


An eventual « 
prices is still lik 
now feel a cut 
ness; it will prob 
upturn seems to 
panies will then f 





Labor and 
Wages 


The number of unemployed persons 
in the U. S. rose in January to a total 
of 12,890,000 from the September low 
of 8,981,000; there were more persons 
unemployed in January than in any 
month since February, 1935 (March 12). 


With the impetus in spring business 
adding strength to the reversal of 
the industrial downslant, employment 
should gradually regain its losses; pay- 
rolls totaled $20,000,000 less per week 
in January than in December (March7). 


Among the factors upon which the 
future of the railroads depends is 
labor; labor must adopt a less narrow 
view in this situation; railroads must 
be allowed to operate more efficient- 
ly, or wages may have to be reduced 
(March 12). 


Factory empl 
5%, after season: 
December and | 
were down 12%; 
is the last of tl 
continuance of t 


(March 5). 









Foreign Trade 
and 
Conditions 





With business activity in the U. S. 
at a low rate, resulting in a slack de- 
mand for foreign goods, we are facing 
a curtailment of our export trade, unless 
foreign nations increase their shipments 
of gold (March 12). 











Japan and Rus 
purchasers of A 
and machinery th 
gold shipment ; 
Soviet industria 
country indicate 
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forecast for the spring, which is 
_ hand, is a pick-up in business 
’ starting this month and carry- 
ther in April and May (March 


The few increases in manufacturing 
activity mainly represented seasonal up- 
turns; trade fell off more sharply, due 
partly to declining consumer income, 
partly to a later Easter date, and partly 
to lower prices (April). 


The handicaps of various govern- 
mental restrictions on capital flow were 
largely hidden by outpourings of gov- 
ernment borrowed funds; now the gov- 
ernment has curtailed its borrowing, and 
the result is an acute business relapse 
caused by under-investment (March 15). 





Bank clearings, 22 U. S. cities, Feb- 
ruary $17,583,404,000, 19.3% below Jan- 
uary, 25.9% below a year ago; Adjusted 
Insolvency Index (Failures) February, 
66.0, compared with 58.6 in January and 
42.1 a year ago (April). 





xr events inside and out of the 
ge cannot seem to shake the 
market out of the doldrums; 
s so little interest in the stock 

that price changes must be 
‘red more an accident than an 
ion of trend (March 12). 





luction indexes have held their 
or taken a favorable turn; steel 
s in the 29-31% of capacity 
auto output is expected to lift 
10%; no pronounced change in 
- power output and carloadings 
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relative maintenance of retail 
; explained by the fact that total 
al income paid out” was only 
lower in January than it had 
year before; this should offer 
agement (March i 


Stocks remained lifeless; reaction 
was evident after the uncertain advance 
in early February, but the consensus 
was that the market reacted fairly well 
to the disturbing news with which it 
had to contend (April). 


Financial anemia—a deficiency in the 
flow of new business capital—is the ail- 
ment from which American business is 
suffering; the flow of new capital has 
become inadequate, and business stag- 
nation has resulted (March 15). 








Though later and weaker than usual, 
seasonal advances were evident in some 
lines; increases in consumer industries 
were offset by the lull in heavy-goods 
lines, but indications were that even 
these were better situated (April). 


The preliminary figure for the vol- 
ume of industrial production for Febru- 
ary is 39.7% below normal; in —- 
the figure was 9.7% below normal, 
December 35.6% below, in Seat 
38% below (March 15). 


Business should improve in the spring, 
due to working off of inventories and 
seasonal influences but is evidently not 
yet prepared to move ahead on a broad 
scale; the decline has left too many 
problems to permit a sudden or sharp 
upswing (March). 





The Government’s modified gold pol- 
icy has generally been interpreted as 
mildly inflationary ; with excess reserves 
in the neighborhood of $1,400,000,000, 
it is clear that the source of business 
difficulties does not lie in that quarter 
(March). 





The speculative markets have held 
their ground within about the same 
range as in December and January, 
but reflect the caution prevailing; they 
weakened in the early part of February 
and rallied later (March). 





Steel mill operations, rising from New 
Year’s week to the end of January, lev- 
elled off at a little above 30% of capac- 
ity; production is below consumption; 
heavy auto dealers’ stocks preclude any 
important early pick-up in that direc- 
tion (March). 





Wider declines against 1937 marked 
the recent trend of consumer buying; 
as opposed to the stimulus last year of 
rising prices and incomes, trade is now 
faced with a late Easter and declining 
price and payroll levels (April). 





king down the total building 
, public works and utilities have 
y increased over 1937, while resi- 
building is down by fully 46% 
p 12). 





chains are giving more aid to 
's in joint efforts to move agricul- 
surpluses; orange growers who 
the biggest present efiort believe 
irrent chain-grower campaign 
d in new highs for consumption 
h 5). 


February building permits (215 cities) 
$54,010,213, 63.2% below January; the 
decrease from January is due largely 
to a drop in New York City applica- 
tions, following the abnormally high 
totals prior to the new building code 


(April). 


The decline in business activity has 
already resulted in a severe curtailment 
in national income; Department of 
Commerce figures show a drop of 5.1 
billions from August to January—from 
69.5 billions to 64.4 (March 15). 





There is encouragement to be found 
in contrasting the retail figures with the 
production levels of the consumers 
goods industries ; they indicate that mer- 
chandise is moving to consumers faster 
than it is being produced (March). 





Building contracts are considerably 


below the same period last year; the 
greatest decline is in private work, 
chiefly residential; steel and _ utility 


companies will spend less in 1938 on 
plant improvement (March). 








eventual cut in steel and autu 
is still likely; steel mills do not 
el a cut would stimulate busi- 
t will probably be made when the 
seems to be at hand; auto com- 
will then follow suit (March 12). 


In the first half of March, Dun & 
Bradstreet’s Daily Commodity Price 
Index lost all the gain made in the 
latter part of February, a new low for 
the last 4 years; wheat declined no- 
ticeably (April). 





ory employment was _ reduced 
ter seasonal adjustment, between 
ber and January; but payrolls 
own 12%; it is possible that this 
last of the big declines—but a 
ance of the trend is inevitable 


a3), 


A slackening of the rate of decrease 
in both payrolls and employment was 
evident during February; the NICB 
mg average hours per week were 32.5 

1 January, compared with 41 in Janu- 
sah 1937, and 48.3 in 1929 (April). 
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n and Russia will both be large 
sers of American raw materials 
chinery this year; Japan’s recent 
hipment and the presence of 

industrial authorities in this 
» indicate this (March 5). 





Disturbing political and economic de- 
velopments make the foreign situation 
a major “if” factor upon which domes- 
tic recovery hinges; among the out- 
standing achiev ements of the month 
was the conclusion of a trade pact with 
Czechoslovakia (April). 





Best reports on auto sales come from 
farm states; agricultural equipment 
makers are doing better than most in- 
dustries; but the Department of Agri- 
culture predicts that farm cash income 
will be 15% below last year for the 
first half of 1938 (March). 





By and large the first concern of 
manufacturers is to reduce their stocks; 
they buy in accordance with current 
requirements rather than on the theory 
that prices may go higher (March). 





The Department of Commerce com- 
putations of national income indicate 
that three-fourths of the decline in na- 
tional income has been accounted for 
by decreases in the compensation of 
employees (March 15). 


Factory payrolls in January, accord- 
ing to the Department of Labor’s com- 
were 21% 


same month last year (March). 


pilations, less than in the 





Our business relapse seems to have in- 
duced a downturn of industry and 
trade in the rest of the world; it has 
not yet developed to depression propor- 
tions abroad, but a decline is clearly 
under way (March 15). 
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INSURANCE CONFERENCE PLANS ANNOUNCED 


Twenty Speakers and Chairmen Will Be Heard During Two-Day 
Atlantic City Meeting; Specific Problems of Insurance 
Buyers to Be Discussed; Kellogg to Speak 


A complete panel of speakers and topics for the Ninth Annual Insurance 
Conference of the American Management Association, which is to be held at 
Atlantic City on May 9-10, was announced this week by Joseph H. Nickell, 
Insurance Manager of the Philadelphia Electric Company, and Vice President 
in Charge of the AMA Insurance Division. 

Mr. Nickell announced the names of some 20 speakers and.chairmen, who 
will be heard during the four sessions into which the Conference will be divided. 


The major topics of the meeting will be 
the general problems of industrial in- 
surance and specific problems of indus- 
trial insurance administration. 

While the meeting is scheduled to 
begin on May 9, many registrants will 
go to Atlantic City on May 8 to partici- 
pate in the golf tournament which will 
be held at the Sea View Golf Club. 

One of the important phases of the 
meeting will be a session devoted to 
“A Day in the Insurance. Department 
of the Consolidated Edison Company.” 
Solton Engel, Manager of the Consoli- 
dated Edison Insurance Department, 
and Chairman of the Program Commit- 
tee of the Conference, will conduct this 
session and will illustrate how he and 
his associates handle everyday situa- 
tions regarding accidents, settlement of 
claims, etc. 

The program of the Conference will 
run as follows: 

Monday, May 9 

Morning 

10:00 — “Experience Ratings for 
Group Life Insurance,” H. W. Forster, 
Vice President, Towers, Perrin, Forster 
& Crosby, Inc., Philadelphia, Pa. 

11:15— ‘‘Contractual Liability,’ 
E. H. Mathews, Manager, Casualty 
Underwriting, The Aetna Casualty and 
Surety Company, New York. 

Afternoon 

T. W. Dinlocker, Secretary-Trea- 
surer, SKF Industries, Inc., Philadel- 
phia, presiding. 

2:00 — “Phases of State Supervi- 
sion,” John C. Blackall, Insurance 
Commissioner, State of Connecticut, 
Hartford, Conn. 

3:00— “Inland Marine Insurance,” 
J. J Magrath, Chubb & Son, New York. 

4:00— “An Insurance Executive 
Looks at the American Agency Sys- 
tem,” Charles C. Hannah, Vice Presi- 
dent, Fireman’s Fund Insurance Com- 
pany, Boston, Mass. 

Evening 

ANNUAL DINNER, Speaker—C. W. 
Kellogg, President, Edison Electric In- 
stitute, New York. 

Tuesday, May 10 

Morning 

Solton Engel, Manager, Insurance 
Department, Consolidated Edison Com- 

pany of New York, Inc., New York, 
presiding. 








Announces Program 





J. H. NicKetr 











9:30 — INSURANCE MANAGEMENT 


Curnic. Assisting Mr. Engel: Edward 
P. Durfee, William Brown, George 
Phillips. 

Afternoon 


Ralph H. Blanchard, School of Busi- 
ness, Columbia University, New York, 
presiding. 

1 :00 — LUNCHEON-S MOKER—Ques- 
tions and Answers Session. 

A panel of authorities will discuss 
specific questions put by theaudience. An 
attempt has been made to assemble rep- 
resentatives of companies who handle 
the essential types of insurance cover- 
age, to which we have added a broker, 
an adjuster, and an agent. The panel 
will be composed of the following: 
Claude D. Minor, Secretary, Special 
Service Department, Royal-Liverpool 
Groups, New York; Kenneth C. Bell, 
Vice President, Chase National Bank, 
New York; H. L. Jameson, Frank and 
DuBois, New York ; C. E. Rigby, Presi- 
dent, Blackstone Mutual Fire Insurance 
Co., Providence, R. I.; H. J..Badum, 
Superintendent, Boiler and Machinery 
Department, The Fidelity and Casualty 
Company of New York, N. Y.; Frank 
L. Erion, F. L. Erion & Company, 
Adjusters, Chicago. 





OUTLOOK IMPROVED 


(Continued) 

already, should revise their unemploy- 
ment insurance laws, so that the tax 
would involve joint contributions by 
employers and employees, the same way 
that they both contribute to the old age 
pension fund. He also suggests that 
unemployment insurance laws provide 
for a lessening of the tax rates for 
employers who stabilize employment in 
their plants. 





One of the prime reasons for the new 
hope for the revival of the building 
industry is the unusually large number 
of applications for FHA loan insur- 
ance. 

In some quarters the building indus- 
try is expected to lead the ascent out of 
the present slump in the manner that 
the automobile industry showed the way 
a few years ago. 

The Journal of Commerce of New 
York points out that private home con- 
struction will play the biggest role in 
any major building expansion. In the 
field af public works, activity is ex- 
pected to equal or even exceed that of 
last year, even though the proposed 
new works program may not get under 
way until late summer. 


It would seem as though the building 
industry benefiting by favorable hous- 
ing legislation and a public works pro- 
gram would show important gains dur- 
ing the latter part of 1938; if such a 
trend materializes many of the supply- 
ing industries will also be improved. 


Production Meeting at Pittsburgh 





In progress this week at Pittsburgh 
is the long planned Production Confer- 
ence of the AMA. Advance registra- 
tions for the meeting were high. Many 
inquiries concerning the conference re- 
ceived at AMA headquarters indicated 
lively interest in the topics under dis- 
cussion. Members regarded with special 
interest those sessions given over to 
discussion of adjusting plant operations 
to business changes and wage payment 
plans and policies. 


Personnel Proceedings 





The proceedings of the February 
Personnel Conference have been printed 
and distributed to the membership. Di- 
vided into four booklets, these publica- 
tions give an excellent overall view of 
the industrial relations scene. The titles 
are: The Status of Industrial Relations ; 
The Role of the Supervisor in Labor 
Relations ; The Practical Nature of Col- 
lective Cooperation ; Understanding and 
Training Employees. 


—— 
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